ABSTRACT
Introduction
A young person's life chances are shaped in large part by the investments in education, training and career development that he or she makes in early adulthood. These investments now take substantially longer than they once did and young people are increasingly turning to their families for help. Today, young adults are less likely to leave their parents' home at any given age, more likely to receive financial support when they do live apart, and more likely to return home as their circumstances change (e.g. Hartley, 1993; Schneider, 1999; Marks, 2007) .
There is mounting evidence that parental support in the form of co-residence or financial transfers can play an important role in ensuring that young people make a successful transition into adult roles. The option of living with one's parents allows young people to consume, save and invest even in the face of credit constraints (e.g. Cox, 1990; Folgi, 2000; Ermisch, 2003a) and to insure themselves against bad labor market outcomes (e.g. McElroy, 1985; Card and Lemieux, 1997; Kaplan, 2010) or relationship breakdowns (e.g. Hamon, 1995) . Similarly, parents' financial assistance in meeting the costs of education and training is linked to their adult children enjoying higher living standards primarily as a result of improved labor market opportunities (e.g. Semyonov and Lewin-Epstein, 2001 ).
Unfortunately, not all young people will have access to the parental support they want and/or need. Some families lack the necessary resources, while others may simply be unwilling to continue supporting children after they reach adulthood. Parents in most countries are legally obligated to house, feed, cloth, and educate their children until they reach adulthood; however, there is much less consensus about what should happen afterwards. Parents' own views about their financial obligations to their adult offspring are related to the family's structure, for example, with parents in intact families reporting more obligation than single parents or parents in stepfamilies (e.g. Aquilino, 2005) . As a result, families can vary substantially in the level and type of support they provide to their adult children and the circumstances in which they provide it (e.g. Semyonov and Lewin-Epstein, 2001 ). This lack of consensus may result in young people having unrealistic expectations about the support they can count on. Goldscheider et al. (2001) , for example, find that the proportion of mothers' willing to give support is less than the proportion of young adults expecting parental support.
Our goal is to extend the current literature by investigating the link between young adults' family circumstances and the support they receive from their parents as they make investments in education and work. We are particularly interested in the following questions. First, does social and economic disadvantage reduce the support parents provide to their young-adult children? Second, is a young person's propensity to be studying or employed related to the parental support he or she is receiving? Third, do disparities in parental support explain the link between socioeconomic disadvantage and young people's outcomes? In addressing these questions, we focus explicitly on the economic support provided through direct financial transfers as well as through intergenerational co-residence. We take advantage of data from the Youth in Focus (YIF) Project which interviewed young adults at age 18 and again at age 20. Among other things, YIF respondents provided detailed information about their living arrangements, the financial support they receive from their parents and their family background (e.g. parents' educational attainment, occupation, employment history). These survey data are then merged to nearly a decade of administrative data on the family's welfare receipt while the young person was growing up. A family's welfare experience is about more than the narrow receipt of public assistance per se, but also reflects the broader family circumstances, i.e. unemployment, poverty, family breakdown, single parenthood, etc., which led the family to require social assistance in the first place. Thus, the YIF data are unique in allowing us to link a broad summary measure of social and economic disadvantage in childhood to the support families are providing to young people and to assess whether young people's participation in higher education and the labor market is linked to that support.
We find that young people who experience socioeconomic disadvantage are more likely to be residentially and financially independent of their parents than are their peers growing up in more advantaged circumstances. This disparity is larger for financial transfers than for co-residence and increases as young people age. Moreover, there is a clear link between parental support and a young person's engagement in study and work which is generally stronger at age 20 than at age 18 and is often stronger for advantaged than for disadvantaged youths. We find no evidence, however, that a lack of parental support explains the socioeconomic gradient in either studying or employment. This paper is organized as follows. Section 2 presents an overview of our empirical strategy. The details of the YIF data, our estimation sample, and key variables are provided in Section 3. Section 4 discusses our main results, while detailed results can be found in a short technical appendix. Our conclusions and suggested directions for future research are discussed in Section 5.
The Empirical Strategy

Theoretical Background
Over the past 20 years or so, parents' support of their adult children, either through joint living arrangements or through financial transfers, has begun to receive explicit attention in the international literature.
1 Economists have been instrumental in developing theoretical models of the family's decision-making process surrounding alternative forms of support. In particular, researchers often adopt a noncooperative game theoretic framework when modelling the interaction between parents and their adolescent children (e.g. McElroy, 1985; Weinberg, 2001; Kooreman, 2004; Hao et al., 2008; Lundberg et al., 2007) .
Unlike the cooperative approach taken in understanding bargaining between spouses, adolescents are better seen as economic agents with independent preferences and the power to influence family outcomes (e.g. Lundberg et al., 2007) .
In this context, co-residence can be seen as a form of inter-familial transfer similar to other inter vivos transfers.
2 Thus, the decision to co-reside rests upon a comparison of the indirect utility when parents live with their adult children and when they do not.
1 Generally, researchers have considered support in the form of financial transfers (e.g. Bernheim et al., 1985; Cox, 1987; Cox and Jakubson, 1995; Guiso and Jappelli, 2002) and co-residence (e.g. Wolf and Soldo, 1989; Ermisch and Di Salvo, 1997) separately. More recent research has also considered the effects of time transfers, particularly in the form of care for grandchildren, between mothers and their adult daughters (e.g. Dimova and Wolff, 2010) .
2 See Cobb-Clark (2008) for a review of the literature surrounding the co-residence decision.
Parents are usually assumed to have altruistic preferences, and the public-good nature of housing implies that co-residence is a less expensive way of transferring resources to children than providing financial transfers directly. At the same time, co-residence may involve additional costs resulting from a lack of privacy and independence (e.g. McElroy, 1985; Ermisch and Di Salvo, 1997; Ermisch, 1999 Ermisch, , 2003b Laferrère and Bessière, 2003; Le Blanc and Wolff, 2006; Laferrère, 2006) .
Evidence suggests that parental support for young adults is often targeted. U.S. parents, for example, appear to use co-residence and financial transfers to subsidize their children's investments in education (e.g. Keane and Wolpin, 2010; Rosenzweig and Wolpin, 1993) . Similarly Spanish parents use co-residence as a means of helping their children who are either studying or do not have a job (e.g. Martínez-Granado and Ruiz-Castillo, 2002 ). The targeted nature of parental support is consistent with parents having paternalistic rather than altruistic preferences (e.g. Pollak, 1988) . In other words, parents may care about their children's characteristics (i.e. educational attainment) or behavior (i.e. employment status) rather than their utility or wellbeing per se.
Empirical Model
We estimate the relationship between parental support and youths' activities using the following model. Let S denote the type of support parents provide to the youth, and let A denote the youth's educational and employment activity. We assume that S and We assume that parental support S conforms to a multinomial logit model,
whereG is a vector of zeros and a single one indicating the category of socioeconomic circumstances. That is, if G = g j for 1 ≤ j ≤ 3 then the jth element ofG is 1 and all other elements are 0. We also assume a multinomial logit model for the activity A,
whereS is a vector of zeros and a single one indicating the observed support category for the family. That is, if S = s j for 1 ≤ j ≤ K s then the jth element ofS is 1 and all other elements are 0. Note that the coefficients ζ ag on the support variable are specific not only to the activity, but also to the family's socioeconomic circumstances. That is, the support variable is interacted with the degree of socioeconomic disadvantage the family experienced while the youth was growing up.
Interpretation Issues
The above empirical model allows us to estimate the causal effect of parental support on young people's educational and employment activities only if parents "dictate" a support category without any regard to the youth's chosen activity. In this case, the support that parents provide is exogenous to the youth's decision to study and/or work and the resulting estimates can be given a causal interpretation. Oettinger (2005) , for example, implicitly relies on the exogeneity of parents' financial support for U.S. college students to generate instrumental variables estimates of the negative effect of students' in-school employment on their grade point average.
At the same time, assuming that parents' support of their young-adult children is independent of what those children do is rather heroic. Economic theory provides a number of reasons to believe that S and A will be jointly determined. This implies that, in general, it is not possible to give a causal interpretation to the estimated effect of parental support on young people's educational and labor market investments. Instead, the estimation equation traces out an "equilibrium" relationship across families between support and activities. This relationship may arise through a process of bargaining within each family, for example, in which outcomes differ across families due to heterogeneity in parents' and youths' earnings ability (and hence income levels), in youths' preferences for and ability to study, in parents' and youth' preferences for consumption versus leisure, in the way family members care about each other's happiness, etc.
Empirical researchers interested in the effect of parents' financial transfers on their adolescent (as opposed to young adult) children's labor supply have attempted to deal with these issues by using simultaneous equation models (e.g. Wolff, 2006; Dustmann et al., 2009) or fixed-effects two-stage least squares estimation (e.g. Gong, 2009 ).
3 Importantly, Dustmann et al. (2009) explicitly allow for the possibility that teenagers' behavior influences parents' decisions about the transfers they make. The authors are unable to reject a simple model in which parents determine transfers without taking teenagers' utility into account against a more complex model in which parents are altruistic and teenagers' labor supply affects their parents' transfers. Thus, the estimated equilibrium relationship may be quite close to the causal relationship -at least in simple settings where the focus on adolescents implies that all young people are co-residing and engaged in secondary-school education so that only financial transfers and employment are of concern.
Matters become much more complicated when the potential tradeoffs between alternative forms of parental support and young adults' (as opposed to adolescents') activities are considered. Researchers attempting to disentangle the effects of parental support on young adults' human capital investments more generally usually focus on only a subset of these relationships. Identification is typically achieved through either theoretical restrictions (e.g. on preferences or the type of bargaining game between parents and young people) which limit the degree of endogeneity and simultaneity or through ad hoc empirical exclusion restrictions (e.g. Kalenkoski, 2008; Rosenzweig and Wolpin, 1993; Keane and Wolpin, 2010; Kalenkoski and Pabilonia, 2010; Martínez-Granado and Ruiz-Castillo, 3 Pabilonia (2001) ignores the potential endogeneity of parental transfers and simply estimates the association between adolescents' hours of work the allowance they receive from their parents.
2002).
Given the wide range of factors we consider, we are reluctant to rely on such restrictions to achieve identification. It is also very difficult, unfortunately, to sign the "simultaneity bias" present in a simple regression estimate of the ζ ag s. Consequently, we focus instead on analyzing the observed relationships between socioeconomic disadvantage, parental support, and young people's educational and labor market investments. We avoid interpreting our estimates as causal effects. Nonetheless, our estimates are important in understanding the link between socioeconomic disadvantage and parental support. In particular, our analysis illustrates the extent to which differences in the educational and employment outcomes of young people growing up in socioeconomic disadvantage can be explained by disparities in the parental support they receive. Understanding the pathway through which disadvantage influences outcomes is a necessary first step in formulating policy initiatives to assist disadvantaged young people in successfully completing their education and entering the labor market.
Data: The Youth in Focus Survey
The data used in this research come from the Youth in Focus (YIF) Project. 4 The YIF data are unique in combining survey data for a birth cohort of young Australians and their mothers with historical administrative data on the public benefits families received while young people were growing up. Coverage of the administrative data begins when young people were approximately three years of age, while the survey data provide detailed information about youths' and mothers' current situation and activities as well as retrospective information on events which occurred during youths' childhoods. 5 In this section, we discuss the data construction and analysis sample in more detail and introduce a measure of the family's history of socioeconomic disadvantage. Care Benefits or one of the precursors of these programs. The generosity of the Australian public-benefits system implies that nearly all of the young people in our birth cohort appear in the administrative data at some point during the period.
Data Construction and Estimation Sample
7
The administrative data were used to stratify youths into one of six groups depending on the timing and the intensity of the family's welfare receipt. A stratified random sample of youths was then selected from the administrative data for interview in 2006.
Data from phone interviews with the youths as well as a self-completion questionnaire were then linked to the administrative data. 8 Youths were re-interviewed again in Wave 2
6 Note that the Child Care Benefit is not means tested and that only families in the top 20 percent of the income distribution are ineligible for the Family Tax Benefit. To place these payments in context, similar benefits in the United States are provided to families through the tax system in the form of standard deductions for dependent children and child care rebates.
7 Comparing the YIF youth sample with Australian Census data suggests that the administrative data capture about 98 percent of the youths born in the period (Breunig et al., 2009) .
8 Following best practice (see Groves et al., 2004) , approach letters, incentive payments, repeated callbacks, and CATI were all used to maximize response rates. The response rate for youths was 37.2 percent and more than 96 percent of young people completing the survey consented to having this information linked to their families' administrative public-benefits records. Although response rates differed somewhat across strata, these differences stem primarily from differences in contact rates rather than refusal rates (Breunig et al., 2009). in 2008.
The achieved number of interviews was 4079 in Wave 1 and 2362 in Wave 2. For simplicity, we will refer to the youths as 18-year-olds in Wave 1 and as 20-year-olds in Wave 2.
9 In constructing our estimation samples, we necessarily drop a number of observations due to item nonresponse. We also drop anyone who is attending secondary school at the time of the interview.
Socioeconomic Disadvantage
Our summary measure of the family's socioeconomic disadvantage is derived from the family's history of welfare receipt. Specifically, we identify three groups of young people as follows: those from families with no history of welfare receipt while the youth was growing up, those from families receiving welfare in less than six years, and those from families that received welfare for six or more years. For simplicity, we refer to these youths as having experienced no disadvantage ("No"), moderate disadvantage ("Mod") and extensive disadvantage ("Ext"), respectively. As explained in the Introduction, the receipt of welfare payments reflects not only (temporary or persistent) poverty, but also broader social circumstances such as unemployment, family breakdown, single parenthood, disability etc. At the time of their Wave 1 interviews 92 percent of youths were 18 years of age, while 4 percent had turned 19 and the remaining 4 percent had unknown ages. At the time of the Wave 2 interview, 76 percent of youths were aged 20 and 21 percent were aged 21 with 3 percent having unknown ages.
10 The YIF survey asks youths to report about financial transfers received from their parents and "anyone else". For simplicity we refer to these amounts as parental support. Youths are also asked if they are expected to pay back any of this money. We consider the entire amount a loan if they answer yes to this question.
11 Some young people live with relatives or other (older) adults. We determine whether they "co-reside" or "live independently" based on whether they consider any of the adults in their household a "parental figure" and on whether they consider themselves to be living independently or not. those who receive them are lower, and the likelihood that (some of) the transfer is a loan instead of a gift is higher, the more disadvantaged families are.
[Insert Table 1 about Almost two-thirds of disadvantaged 20-year-olds receive no financial support from their parents, and more than one in three is living independently. In comparison, the majority (55.7 percent) of young people growing up in families with no history of welfare receipt are receiving financial transfers from their parents at age 20, and almost three in four continue to live at home. Table 2 shows that young adults' engagement in education and employment is closely linked to their family circumstances. Those young people experiencing extensive disadvantage have high rates of disengagement with nearly one in five (17.5 percent) being neither employed nor engaged in study at age 18. In contrast, this is true of only 4.5 percent of 18-year-olds experiencing no socioeconomic disadvantage. These differences are largely driven by the high enrollment rates (70.0 percent) of young people in relatively advantaged families relative to those in disadvantaged families (48.2 percent). In contrast, the employment rates of 18-year-olds varies much less by family circumstances.
[Insert Table 2 about here]
By age 20, the disparity in enrollment rates has narrowed somewhat suggesting that disadvantaged young people may be delaying rather than abandoning further study. Still, it remains the case that there is a persistent relationship between family circumstances and the engagement of young people in either education or employment.
Results
Our goal is twofold. First, we would like to know whether or not socioeconomic disadvantage limits the financial and co-residential support that parents provide to their young-adult children. Second, we would like to understand whether differences in the likelihood that young people growing up in disadvantage are studying or employed could be the result of disparities in the parental support they receive. We address these issues by estimating multinomial logit models of (i) the parental support that young people receive and (ii) conditional on that support, young people's participation in education and the labor market. We will focus our discussion on the links between family background, coresidential and financial support, and youths' engagement in employment and education.
Full estimation results are presented in the appendix tables.
Socioeconomic Disadvantage and Parental Support
Does the co-residential and financial support that young people receive from their parents depend on their socioeconomic backgrounds? We answer this question by estimating a multinomial logit model of the six possible combinations of co-residential support (i.e. yes or no) and financial transfer receipt (i.e. none, gifts, or loans). To facilitate interpretation, we present and discuss estimated probability distributions for each category of socioeconomic circumstances evaluated at the overall (weighted) sample mean of other covariates. These distributions correspond to the expected outcomes for a young person with "average" characteristics. The marginal effect of being in alternative categories of socioeconomic circumstances can be derived by taking differences in the results between the rows within each panel. This effectively provides an answer to the following thought experiment: How would the "average" young person's likelihood of receiving parental support change if he had grown up in one set of family circumstances rather than another?
The top panel of Table 3 presents results for 18 year-olds just completing secondary school (i.e. Wave 1), while the bottom panel of the table presents results for Wave 2 when young people are 20 years of age.
[Insert Table 3 about here]
Young adults are more likely to be fully independent and receive no parental support the more disadvantaged their families are. In particular, the typical 18 year-old has an 8.0 percent probability of living independently and receiving no financial support from his parents if his family received extensive welfare benefits. Moderate (as opposed to extensive) welfare receipt reduces this probability by 2.4 percentage points (to 5.6 percent), while the absence of any welfare receipt is associated with a 5.3 percentage point reduction (to 2.7 percent) in the probability of being fully independent of one's parents.
Financial transfers, either in the form of gifts or loans, are more closely linked to families' socioeconomic disadvantage than is co-residence. More precisely, the socioeconomic gradient is much steeper for financial transfers than it is for co-residence. An 18 year-old has a probability of co-residing (whether or not he receives transfers), for example, which ranges from 85.9 percent if his family has no welfare history to 82.8 if his family received extensive welfare assistance. In contrast, the probability of receiving transfers (irrespective of co-residence status) ranges much more widely from 75.7 percent (no welfare receipt) to 61.4 percent (extensive welfare receipt).
It is interesting to note that although the receipt of financial transfers varies sharply with socioeconomic circumstances, the form of those transfers (i.e. gifts or loans) does not. Eighteen year-olds living independently and receiving financial transfers from their parents are between 2.3 and 2.7 times as likely to receive a gift as a loan irrespective of their family's welfare history. The ratio of gifts to loans is somewhat lower for those young people living at home, but does not vary much with socioeconomic disadvantage and remains constant as young people age. Thus, socioeconomic disadvantage is associated with young people being less likely to receive financial assistance from their parents, but conditional on receiving financial help, disadvantaged youth are as likely as their more advantaged peers to receive a gift rather than a loan.
That socioeconomic disadvantage constrains the receipt of financial transfers more than co-residence is consistent with the nonrival (public) nature of housing and the rival (private) nature of financial transfers. Parents wishing to support their young-adult children will typically find it less expensive to do so through co-residence than through direct financial transfers. Kaplan (2010) argues that the option to move in and out of the parental home is a particularly valuable insurance mechanism for youths from poor families precisely because their families would struggle to provide financial assistance in the event they need help. Our results suggest, however, that the option to co-reside may also be more limited for disadvantaged youths.
The receipt of parental support as young people enter their early 20s continues to be closely linked to their families' socioeconomic circumstances while they were growing up. The absolute disparities associated with socioeconomic disadvantage are, in many cases, even larger at age 20 than at age 18, though the proportional differences are often smaller. For example, receiving extensive as opposed to no welfare assistance while young is associated with a 7.7 percentage point increase in the probability that the typical 20 year-old receives no parental support in comparison to a 5.3 percentage point increase at age 18.
Not surprisingly, young people are more likely to live independently of their parents at age 20 than they were at age 18 irrespective of their families' socioeconomic circumstances.
Young people leave home earlier, however, if their families were supported by the welfare system while they were growing up. Specifically, the probability that a 20 year-old is living with his parents is 68.4 percent if his family received extensive welfare assistance -down from 82.8 percent at age 18. This represents a 14.4 percentage point decrease in the likelihood of intergenerational co-residence. In contrast, the chances of living at home is 11.5 percentage points lower (85.9 versus 74.4 percent) at age 20 than at age 18 if the family has never been on the welfare rolls. These trends imply that the socioeconomic gradient in co-residence is steeper at age 20 than at age 18.
Similarly, receiving financial support is also more closely tied to one's family circumstances at age 20 than at age 18. About half (49.2 percent) of 20 year-olds in families with no welfare history receive money from their parents. This is true, however, of just over one third (38.4 percent) of 20 year-olds in families with extensive welfare experience.
12 The steepening of the socioeconomic gradient between waves is consistent with parental support becoming more "optional", and therefore, resource constraints becoming more binding, as young people age. At the same time, Aquilino (2005) finds that parents believe they have more obligation to help their adult children out of financial difficulty than is true for their co-residing adolescent children. Thus, it may be a lack or resources, rather than a lack of willingness, which leads disadvantaged families to provide less financial support relative to more advantaged families as youths become older.
Taken together, our results demonstrate that there is a negative relationship between a family's welfare history and the support parents provide to young-adult children as they complete their education and enter the labor market. Young people growing up in disadvantage are substantially more likely to be residentially and financially independent of their parents than are their peers growing up in more advantaged circumstances. This is consistent with Semyonov and Lewin-Epstein (2001) who also find that parental assistance to young-adult children is also more common among Israeli families from higher socioeconomic origins.
Youths' Engagement in Education and Employment
Is young people's participation in education and employment related to the parental support that they receive? Does this relationship vary by the family's socioeconomic circumstances? We address these questions by estimating a multinomial logit model of the probability that young people are engaged in: (i) study and full-time work; (ii) study and part-time work; (iii) study and no work; (iv) no study and full-time work; (v) no study and part-time work; and (vi) neither study nor work.
We condition our estimates on the parental support that young people receive as well as a number of other control variables. Likelihood-ratio tests indicated that separately identifying financial loans from no financial support does not improve the overall fit of the model. 13 For simplicity, therefore, we differentiate only between the receipt (or not) of financial gifts and whether or not youth are co-residing in the estimation results presented in this section.
As explained in Section 2.3, we fully recognize that parental support and youth outcomes are likely to be jointly determined. Accordingly, we do not interpret the estimated effects of parental support on youth activities as causal, although we do speculate on what causal mechanisms are likely to be driving the observed associations. In Section 4.2.1, we discuss the relationship between parental support, youth outcomes and socioeconomic circumstances. In Section 4.2.2, we focus on the socioeconomic gradient in youth outcomes.
How does parental support matter?
To what extent are the outcomes of young people related to the residential and financial support they are able to garner from their parents? Is a relative lack of parental support associated with a lower propensity to be engaged in education or employment? To address these questions, we begin by calculating estimated probability distributions evaluated at the overall sample mean. We then use these probability distributions to make three broad comparisons. First, we compare the outcomes of youths who do and do not receive gifts taking into account whether they co-reside. Second, we compare the outcomes of coresiding and independent youths taking into account whether they receive financial gifts.
Finally, we compare the outcomes of youths who receive both residential support and 13 A range of specification tests are shown in Appendix Table A3 . The full model of youth outcomes includes six categories of parental support. Combining loans and gifts is clearly rejected for all groups except those in Wave 2 who live independently. Combining loans and receiving no financial support is not rejected for any group, either individually or jointly across co-residence status.
financial gifts (i.e. full support) with those who receive neither. In order to focus our discussion, we concentrate on the youths' overall study and employment rates.
At Age 18:
The first two left-hand side panels of Table 4 show that receiving financial gifts from one's parents is associated with 18 year-olds studying more and working less whether or not they are living with their parents.
14 This pattern is nearly identical for all young people though the difference is often larger for youths living apart from their parents. Socioeconomic disadvantage is typically associated with greater disparity in the study rates of those who do and do not receive gifts, but with smaller differences in full-time and nonemployment rates. For example, extensively disadvantaged 18 year-olds receiving gifts have study rates that are 10.1 percentage points higher if they live at home and 16.9 percentage points higher if they do not, relative to similarly disadvantaged youths who do not receive financial gifts. Financial gifts are associated with much less disparity in study rates of advantaged youths. The disparity in employment rates linked to financial gifts is largest for youths growing up in families with no welfare history. In particular, advantaged youths living independently are much less likely to be working fulltime (22.1 percentage points) and much more likely to be not employed (18.5 percentage points) if they receive financial gifts than if they do not. In contrast, the employment rates of extensively disadvantaged youth vary much less by whether they are receiving financial gifts from their parents. Thus, financial gifts are relatively more important in understanding which extensively disadvantaged 18 year-olds are studying and which advantaged 18 year-olds are working. One possibility is that young adults from advantaged families use gifts to support their studies while youths from disadvantaged families use gifts to support them while not working. Or conversely, disadvantaged parents target financial gifts towards their children who are studying, while advantaged parents target financial gifts towards their children who are not working.
[Insert Table 4 about here]
The third and fourth panels in the left-hand side of Table 4 show that co-residence, 14 The single exception is the group who live independently and whose families received extensive welfare; they have a lower probability of not working if they receive gifts.
unlike financial gifts, is associated with lower rather than higher rates of studying.
15 The size of the gap does not depend much on family circumstances and is slightly larger for youths who receive financial gifts. For example, the study rate for 18 year-olds experiencing extensive disadvantage and receiving gifts is 14.7 percentage points lower if they live with their parents than if they do not; if they are not receiving gifts their study rate is 7.9
percentage points lower when co-residing. The disparity in the study rates of advantaged youths are very similar. This relationship is consistent with a story in which parental support in the form of co-residence discourages young people from studying. Alternatively, these results suggest that young people who leave home by age 18 may be doing so in order to continue their studies.
The link between co-residence and employment rates is weaker and more complex than that between co-residence and study. Living with one's parents is associated with an increase in part-time employment, and a corresponding fall in both full-time work and nonemployment, among both advantaged youths and youths experiencing moderate disadvantage. For example, advantaged 18 year-olds who do not receive gifts are 9.6
percentage points more likely to be employed part-time if they co-reside than if they live independently; if they do receive gifts they are 13.2 percentage points more likely to work part time. In contrast, the patterns for 18 year-olds experiencing extensive disadvantage differ between those who do and do not receive gifts. Specifically, living with ones parents is associated with a modest increase in nonemployment rates, at the expense of lower rates of part-time work, for those who receive gifts, while co-residence for those who do not receive gifts is associated with a large shift from not working to full-time employment.
Overall, receiving full parental support (i.e. both co-residing and receiving financial gifts) versus receiving no parental support is associated with a 6.0 percentage point fall in the chances that 18 year-olds from families with no welfare history are studying. On the other hand, full parental support is associated with an increased study rate of between 2.2 (extensive) and 14.8 (moderate) percentage points for disadvantaged youths. One possible interpretation is that advantaged parents appear to be targeting their support towards their 18 year-old children who are not studying, while parents with any welfare history provide relatively more support to their 18 year-olds who are studying.
At the same time, receiving both residential support and financial gifts is associated with lower full-time and nonemployment rates for almost all 18 year-olds. 16 The link between full parental support and employment outcomes is especially strong for advantaged youths, however. In particular, full-time employment rates are 23.6 percentage points lower and nonemployment rates are 6.7 percentage points higher among advantaged 18 year-olds who both co-reside and receive gifts. In contrast, the employment rates of 18 year-olds experiencing extensive socioeconomic disadvantage depend much less on whether they are receiving full or no parental support. Thus, the labor supply decisions of advantaged young people may be relatively more responsive to whether or not they receive support from their parents. Alternatively, advantaged parents may reduce their economic support for adult children with full-time employment.
At Age 20:
The relationship between parental support and youth's engagement in education and employment is somewhat different at age 20 than at age 18. Twenty yearolds who receive financial gifts from their parents are more likely to be studying, less likely to be employed full-time, and more likely to be not employed whether or not they live with their parents. The same is true at age 18. However, these relationships are generally much stronger among 20 year-olds than among 18 year-olds. 17 For example, advantaged 20 year-olds who co-reside are 10.0 percentage points more likely to be studying if they receive financial gifts than if they do not. At age 18, this differential is only 2.9 percentage points.
At age 18, co-residence is almost universally associated with a large decline in study rates, suggesting perhaps that those young people who leave home before age 18 disproportionately do so in order to begin their studies elsewhere. However, in many cases 20 year-olds are as likely to be studying whether or not they continue living with their 16 The exceptions are that young people whose families received extensive welfare have a higher probability of working full time and young people whose families never received welfare have a higher probability of not working, if they receive full support.
17 Note that while some of the differences across categories of socioeconomic circumstances in Table 4 are individually statistically significant, they are not jointly significant (see Table A3 ).
parents. Specifically, co-residing and independent 20 year-olds have study rates that are virtually identical if they are from an advantaged family and receive gifts or if they are from moderately or extensively disadvantaged families and do not receive gifts. On the other hand, co-residence is associated with study rates that are lower (6.8-7.0 percentage points) among 20-year olds with a welfare history who do receive financial gifts, but higher (7.4 percentage points) for youths with no welfare history who do not receive financial gifts. Regarding work, co-residence is associated with higher part-time employment rates, generally with both lower full-time rates and lower nonemployment rates.
On balance, the disparity in the study and employment outcomes of youths who receive full versus no parental support is much larger at age 20 than it is at age 18.
Perhaps parental support is more heavily targeted towards those 20 year-olds who are either studying, working part time, or not working at all. Moreover, it is interesting to note that these changes in support patterns are particularly important for understanding the study and employment outcomes of advantaged 20 year-olds who have no family history of welfare receipt. For example, full support is associated with a 17.4 percentage point increase in the likelihood that 20 year-olds with no welfare history are studying. In comparison, at age 18, full support was associated with a 6.0 percentage point reduction in study rates for these young people. Similarly, the reduction in full-time employment rates associated with full parental support among advantaged youths is 23.6 percentage points at age 18 and 30.6 percentage points at age 20. One possible explanation is that parents in advantaged families have moved from supporting 18 year-old nonstudents to supporting 20 year-old students and to increasingly targeting resources to young people who are not in full-time work. To a lesser degree, disadvantaged parents may also target resources to 20 year-old students who are not working full time.
Discussion: Taken together, our results point to a clear link between parental support and a young person's engagement in study and work which is generally stronger at age 20 than at age 18 and is often stronger for advantaged than for disadvantaged youths.
It is possible that the increasingly discretionary nature of educational investments and parental support, particularly co-residential support, as young people age may underlie the former result. On the other hand, the latter result may indicate that wealthier parents have the resources necessary to target their more generous assistance toward helping young adults to make investments in education. This is consistent with previous research which demonstrates that parents use both co-residential and financial assistance to support their children's human capital investments (e.g. Rosenzweig and Wolpin, 1993; Keane and Wolpin, 2010; Martínez-Granado and Ruiz-Castillo, 2002 ).
Can Parental Support Explain the Socioeconomic Gradient in Outcomes?
These patterns raise interesting questions about what drives the differences in the educational and employment outcomes of youths who do and do not grow up in families receiving public assistance. Specifically, disadvantaged families provide less residential and financial support to their young adult children than do other families (see Table 3 ).
To what extent do disparities in parental support explain the link between young people's outcomes and the socioeconomic disadvantage they have experienced?
We address this question by comparing the socioeconomic gradient in outcomes across a series of counter-factual outcome distributions. Specifically, we calculate average outcomes evaluated at (a) individual covariates; (b) the socioeconomic group mean of covariates; (c) the socioeconomic group mean of parental support and the overall mean of all other covariates; and (d) the overall mean of all covariates. All means are weighted.
The first case corresponds to the unconditional mean outcomes given in Table 2 , while the last case corresponds to the conditional results summarized in Table 4 . 18 The two intermediate counterfactual distributions are helpful in identifying the extent to which conditioning on certain covariates, in particular different levels of parental support, alters the socioeconomic gradient in expected outcomes. To illustrate, we graphically depict the results for aggregate study and employment rates in Figure 1 . The full set of results is presented in Appendix Table A5 .
The socioeconomic gradient in 18 year-olds' propensity to be studying is shown in the 18 There are minor differences relative to top-left panel of Figure 1 . The differential in the rate of study among advantaged and extensively disadvantaged youths is fully 20.7 percentage points when we evaluate outcomes using individuals-specific covariates (specification a) and 23.5 percentage points when we evaluate using the socioeconomic group mean of covariates (specification b). This differential is reduced by half, however, when outcomes are evaluated using the overall mean of all covariates except parental support (specification c). Thus, approximately half of the socioeconomic gradient in studying at age 18 can be explained by the variation across family circumstances (i.e. welfare histories) in youths' characteristics other than the support they receive from parents (e.g. immigrant status, parental education, etc.). Removing the effects of differential parental support across socioeconomic groups by evaluating the rate of study at the overall mean of all covariates, including parental support, does little to change this finding. Thus, it does not appear that it is the link between socioeconomic disadvantage and parental support which underlies the relationship between disadvantage and studying at age 18.
[Insert Figure 1 about here]
The top-right panel of Figure 1 shows that the socioeconomic gradient in study rates between advantaged and extensively disadvantaged youths is somewhat flatter at age 20 than at age 18 if we evaluate outcomes at either individual-specific covariates (specification a) or at the socioeconomic group mean of covariates (specification b). The socioeconomic gradient flattens further and becomes essentially zero as we evaluate study rates using overall means for any covariates other than parental support (specification c) and then for all covariates including parental support (specification d). In effect, the socioeconomic gradient in studying can be completely explained by differences in the characteristics of those 20 year-olds growing up in different family circumstances.
The socioeconomic gradient in the employment rates of 18 year-olds is shown in the bottom-left panel of Figure 1 . Unlike studying, the differential probability that advantaged and extensively disadvantaged 18 year-olds are employed is not explained by their characteristics. The socioeconomic gradient in employment is virtually identical whether we evaluate outcomes at individual-specific covariates (specification a) or at sample-mean covariates (specification d). Instead, the differential in employment rates stems either from differences in the labor supply behavior of 18 year-olds in different family circumstances with otherwise similar characteristics or from differences in the hiring behavior of employers.
In contrast, the bottom-right panel of Figure 1 shows that the socioeconomic gradient in the employment rates of 20 year-olds is flatter (10.1 versus 17.3 percentage points) and more closely linked to disparity in the characteristics of young people than was the case at age 18. Specifically, the socioeconomic gradient is much the same whether we evaluate expected employment outcomes at either individual-specific covariates (specification a) or the socioeconomic group mean of covariates (specification b), but falls substantially when we remove the effect of differences in covariates other than parental support (specification c). Accounting for the disparities in parental support has little additional effect on the socioeconomic gradient in employment rates (specification d).
Taken together, these results provide no evidence that a lack of parental support explains the socioeconomic gradient in either studying or employment among young people.
In most cases, the socioeconomic gradient is substantially reduced, or effectively eliminated, once differences in characteristics other than parental support are accounted for.
The exception is the socioeconomic gradient in employment at age 18 which is driven by the differential propensity of advantaged and disadvantaged young people with the same characteristics to be employed.
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Concluding Remarks
Parents' economic support can be important in insuring young people against economic downturns (or relationship breakdowns), reducing any negative effects of credit constraints, and generally expanding the resources available to them as they complete their education and enter the labor market. Family circumstances, however, may dictate both the ability and the willingness of parents to continue supporting their children after they reach adulthood. Our results provide evidence that young people who experience socioeconomic disadvantage while growing up receive less co-residential and financial support from their parents than do their more advantaged peers. Moreover, there is a clear link between a young person's engagement in study and work and the parental support that he or she receives. Fortunately, however, we find no evidence the socioeconomic gradient in studying and employment stems from this lack of parental support.
These result are useful in highlighting the relationship between a family's socioeconomic circumstances and the economic support that parents provide to their young-adult children. At the same time, they leave a number of issues unresolved. First, our analysis has focused on the receipt, rather than the amount, of economic support that young people receive. This focus on the extensive support margin is sensible given the relatively small variation in the amount of financial support in our data and the inherent difficulty in placing a dollar value on co-residential support. It is less than ideal, however, given the evidence that the nature of the parental home influences young people's propensity to move out (e.g. Laferrère and Bessière, 2003) . It would also be useful to know more about the extent to which young people's outcomes depend on the degree and type of support they receive.
Second, we can only speculate about the extent to which the socioeconomic gradient we observe in parental support stems from disparity in families' ability, rather than in their willingness, to provide economic support. In particular, the previous literature clearly demonstrates that co-residential and financial support is tied to family income and wealth (see Schoeni, 1997 , for a review) suggesting that resource constraints must matter. At the same time, Aquilino (2005) finds that parents' financial resources (i.e. income, savings, nonmortgage debts) are not significantly related to their perceived financial obligations to their young-adult children. Nontraditional (i.e. step-and blended) families believe they need to provide less support to their young-adult children even after controlling for their differential resources. Thus, it is unclear whether the issue is resource constraints or differential preferences.
Finally, it would be useful to know more about the dynamics of parents' economic support and the role of public policy. Why do co-residence and financial transfers become more important for understanding outcomes as young people, and particularly advantaged young people, age? Does this indicate that families with resources may be increasingly directing their support to young people making investments in education or with limited ability to support themselves (see e.g. Card and Lemieux, 1997; Keane and Wolpin, 2010; Rosenzweig and Wolpin, 1993; Martínez-Granado and Ruiz-Castillo, 2002) . To what extent are disadvantaged youths' able to seek out alternative forms of support?
Addressing these issues is an important next step in understanding the role of the family in supporting young people's investments in education and work. 
Socioeconomic circumstances
No disadv 0.422 1.000 0.000 0.000 0.418 1.000 0.000 0.000 Mod disadv 0.308 0.000 1.000 0.000 0.316 0.000 1.000 0.000 Ext disadv 0.270 0.000 0.000 1.000 0.267 0.000 0.000 1.000 −0.539 −0.394 −0.446 −0.352 −0.393 −0.565 −0.384 −0.604 −0.262 −0.298 0.195 0.263 0.197 Table A4 continued Tables A1 and A4. 
Parental support
Mother born overseas (base: no)
Yes
